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July 25, 2002

Dr. Paul Vance
Superintendent
District of Columbia Public Schools
825 North Capitol Street, N.E.
Suite 9026
Washington, D.C. 20002-1994

Subject: District of Columbia: Planned Funding and Schedule for D.C. Public Schools’

              Modernization Program Are Unrealistic

Dear Dr. Vance:

On April 25, 2002, we testified before the House Subcommittee on the District of Columbia,
Committee on Appropriations, on the major challenges the school system faces in modernizing and
renovating the District’s schools.1 As we noted, the District of Columbia school system, with the
assistance of the U.S. Army Corps of Engineers (the Corps) under various support agreements, has
made considerable progress in making emergency repairs over the past few years. However, the
school system now faces the more complex task of modernizing—either through renovation or
through new construction—virtually every public school in the District of Columbia. As a result, the
school system must come to grips with a modernization program that will cost significantly more and
take longer to accomplish than originally projected. In addition, the school system faces the challenge
of ensuring that sufficient funds are budgeted for asbestos management activities.

This report makes recommendations concerning the modernization program and asbestos funding.

Modernization Projects Are Costing More and Taking Longer Than Planned

As stated in our testimony, we found that the estimated cost to execute the modernization effort has
increased significantly since the facility master plan was approved in December 2000.2 In addition, the
schools are taking longer to build than planned. Our review of the school system’s November 2001

                                                                                                                                                                                   
1 U.S. General Accounting Office, District of Columbia: D.C. Public Schools’ Modernization Program Faces Major

Challenges, GAO-02-628T (Washington, D.C.: Apr. 25, 2002). See enclosure I.

2 The facility master plan, approved by the D.C. Board of Education, outlines an approach to modernize the schools during a
10- to 15-year period.
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revised spending plan shows that the school system estimated it would need $848 million more than
the available funding in the approved capital program for fiscal years 2002 through 2007.

The school system’s revised estimates were the result of significant cost increases in the
modernization program. The $848 million cost increase included (1) rising costs to modernize the
schools found in the capital program; (2) costs for schools added to the revised spending plan; and (3)
added costs attributable to such things as component repairs, mandates, and small capital projects.
Table 1 illustrates the gap between the initial and revised funding needs.

Table 1: Comparison of the Revised Spending Plan and Original Budget

Dollars in thousands

FY 02 FY 03 FY 04 FY 05 FY06 FY 07 Total
Revised $193,717 $327,486 $335,843 $362,595 $281,347 $215,915 $1,716,903
Original 174,163 183,461 168,406 172,626 148,722 21,115 868,493
Difference ($19,554) ($144,025) ($167,437) ($189,969) ($132,625) ($194,800) ($848,410)

These cost increases present a significant challenge. On March 22, 2002, the District’s Office of the
Chief Financial Officer advised the school system that due to the District’s current debt position and
limited borrowing capacity, it must meet its capital program within its currently approved budget.
School officials are considering options to deal with the cost increases, such as reducing the scope
and design of the projects, obtaining a greater share of the city’s capital budget, and taking advantage
of alternative financing mechanisms, including public-private partnerships. However, such a huge
increase will likely result in stretching out the modernization program.

In its capital program, approved June 2002, the District set aside an additional $39 million for the
school system’s fiscal year 2003 capital budget, increasing the original budget from $183 million to
$222 million. Even with the additional funding, however, the school system still has $105 million less
than it estimated it would need in its revised spending plan. Furthermore, the school system faces a
funding shortfall of $167 million for 2004 and, as noted in table 1, shortfalls continue through the out-
years.

Most of the first 22 schools in the school system’s modernization program will not meet the schedules
established in the facility master plan. Generally, 3 to 4 years are required to plan, design the schools,
and complete construction. The school system compressed these time frames to meet the master
plan’s construction completion dates. However, in most cases, the compressed time frames have not
been met. Currently, only 7 of the 22 schools are meeting their planned construction completion
dates.

School System Has Not Budgeted Adequate Funds for Asbestos Management

Based on past experience and ongoing requirements, the school system’s current level of funding to
meet asbestos management needs is insufficient. In September 1998, the Environmental Protection
Agency (EPA) notified the District of Columbia of serious issues of noncompliance with federal
asbestos law at the public schools. To deal with the issues raised by EPA, the school system sought
assistance from the Corps in fiscal year 1999. As of February 2002, the Corps had spent $60.5 million
on asbestos management and abatement activities in the schools. However, the school system’s fiscal
year 2002 through 2007 capital improvement plan included only $1 million per year for asbestos
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management. During fiscal year 2002, the school system identified an additional $12 million to fund
asbestos activities, which is barely sufficient to maintain ongoing contracts for asbestos management
through the end of the fiscal year.

The June 2002 budget contains $9.5 million for asbestos management in fiscal year 2003, but nothing
is budgeted for asbestos for fiscal years 2004 though 2008.  Corps officials estimate that about $17
million per year is needed to  (1) maintain compliance with federal requirements to keep asbestos
management plans updated, (2) conduct assessments of asbestos areas before starting renovation
work, and (3) manage asbestos abatements.

Conclusion

The current school system modernization program does not reflect the realities of a program that is
costing significantly more and taking longer to accomplish than originally planned. Further, given the
District’s current debt position, there is no assurance that additional funding will be forthcoming.
Starting to build new schools has provided the school system with valuable experience concerning its
cost and schedule projections. The school system has an opportunity to use this experience to create
plans that are more realistic and feasible. In addition, without an appropriate level of funding for
asbestos management, the school system risks not being able to address asbestos hazards and not
complying with federal law. The school system has taken a reactive approach to asbestos
management by funding activities only in the short-term and not budgeting sufficiently for future
asbestos management needs.

Recommendations for Executive Action

We recommend you ensure that (1) the school system’s modernization program is revised to reflect
cost, schedule, and budget realities and (2) all necessary asbestos management activities are
adequately funded.

Agency Comments and Our Evaluation

The District’s Chief Financial Officer and the Office of the Superintendent of the District of Columbia
Public Schools (the school system) provided written comments on a draft of this report. The Corps of
Engineers commented orally on the draft report and took no exception to our recommendations. We
have revised the draft report as appropriate based on these comments.

The Chief Financial Officer generally agreed with the draft report. He stated that it is an unfortunate
reality that the school modernization program will cost significantly more and take longer to
accomplish than projected. He stated that his office has worked closely with the school system to
revise and update its cost estimates and spending plans and will continue aggressively exploring
different options to meet the school system’s needs. He acknowledged that it was known when the
school modernization began that the proposed financing of the facilities master plan was aggressive
and in the out-years would present a challenge using traditional financing methods. The letter from
the Chief Financial Officer appears in enclosure II.

The school system objected to our draft report, stating that our recommendations have already been
implemented and that we ignore the many potentially productive solutions that are available to
address the funding shortfalls. The school system seems to have misconstrued our report, which
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recommends adjustments to the modernization program and asbestos funding to reflect realities.
While it may have taken some actions in the short-term to address the immediate fiscal year 2003
shortfall, the school system has not addressed the looming shortfalls that will occur over the next
several years. Accordingly, we continue to believe the school system should revise its modernization
program to reflect the cost, schedule, and funding realities it faces. The school system’s letter appears
in enclosure III, along with our detailed evaluation.

Scope and Methodology

To assess the cost of the school system’s modernization program, we compared the cost projections
for fiscal years 2002 through 2007 in the June 2001 approved budget, which were based on the facility
master plan, to the cost projections in the school system’s November 2001 revised plan. Because the
District’s capital plans require 6-year budget projections, we focused our work on this period of time.
To determine whether the pace of the program was on schedule, we compared the projected
construction completion dates in the facility master plan for the first 22 schools with the current
estimated completion dates from Corps and school system officials. Since our testimony given in April
2002, we have monitored the most significant events pertaining to the school system’s modernization
program, such as analyzing the capital budget that was approved in June 2002 and accounting for the
increased funding of $39 million provided to the school system’s capital program by the city for fiscal
year 2003.

To assess the funding provided for asbestos management activities, we analyzed the Corps’s costs
over the years to update asbestos management plans, assess asbestos problems and design possible
solutions, and contain and remove the asbestos from the schools and facilities. We compared what the
Corps had spent to what the school system planned to spend in the fiscal year 2002 through 2007
budget and the revised spending plan. In conducting these analyses, we focused our attention on
asbestos funding needed for component repairs. We interviewed school system and Corps officials
regarding their views on the funding needed for asbestos management activities. We also held
discussions with officials from EPA’s Region III.

We performed our work from May to June 2002 in accordance with generally accepted government
auditing standards.

-  -  -  -  -

We are sending copies of this report to the Chairman, House Committee on Appropriations,
Subcommittee on the District of Columbia, as well as other interested congressional committees; the
Mayor of the District of Columbia; the Chief Financial Officer, District of Columbia; the Chairman of
the City Council; the President of the District of Columbia Board of Education; and the Commanding
General and Chief of Engineers, U.S. Army Corps of Engineers. We also will make copies available to
others upon request. In addition, the report will be available at no charge on the GAO Web site at
http://www.gao.gov.
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Please contact me at (202) 512-4181 if you or your staff has questions regarding this report. An
additional contact and other major contributors are listed in enclosure IV.

Sincerely yours,

David E. Cooper
Director
Acquisition and Sourcing Management

Enclosures
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Enclosure II: Comments from the Office of
the Chief Financial Officer
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Enclosure III: Comments from the
Superintendent, District of Columbia Public
Schools

See comment 3.

See comment 2.

See comment 1.

NOTE: GAO comments

supplementing those in the
report text appear at the
end of this enclosure.
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See comment 8.

See comment 7.

See comment 6.

See comment 5.

See comment 4.
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See comment 9.
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See comment 10.
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See comment 11.
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The following are GAO’s comments on the school system’s letter dated July 9, 2002.

1. Even though the school system agreed with some aspects of the report, it
states that our report mischaracterizes the situation, contains errors, and does
not fully reflect recent activities. As reflected in our specific comments, the
school system’s characterizations of our report are not accurate.

2. Contrary to the school system’s statement, we do not address full funding for
the entire program. Rather, we focused on a 6-year period because the capital
budget addresses that time frame.

3. The school system states that our recommendations have already been
completed. To support its position, the school system states that “the city’s
capital budget fully funds those school modernization projects now on the
drawing board.”  It also states that the revised capital budget of $222 million
“keeps the modernization program on schedule through fiscal year 2003.”
These statements are misleading. The program was revised in fiscal year
2003-to reflect budget realities-by slipping the scheduled completion dates of
several schools and reducing the component repair budget.  These steps were
needed because the fiscal year 2003 budget fell $105 million short of the
school system’s revised spending plan estimate, as stated on page 2 of our
report.

Although the school system states that the recommendations have already
been completed, it contradicts itself by stating that “reprioritization has not
yet been applied to the out-years of the plan, and sustained funding does
remain a key concern of everyone involved.”  We agree and remain concerned
that the school system has not taken steps to revise the modernization
program to reflect cost, schedule, and budget realities over the life of the
program.  We are particularly concerned that the school system faces a
significant shortfall of about $600 million for the school modernization
program covering the period from fiscal year 2004 to 2007.

4. The school system states “GAO persists in repeating the error” that the master
plan is a budget document.  We agree with the Superintendent’s statement that
the facility master plan is not a budget document, and we do not state that it is
a budget document.  However, there is a wealth of evidence showing that the
master plan does, in fact, form the basis for the school system’s capital
budgets.  For example, in the November 2001 revised plan, the school system
states that the Board of Education adopted a facility master plan that
proposes the modernization of “nearly every District school during the next
ten years.”  Further, the revised plan notes that the capital budget is the
implementation tool for the facility master plan—identifying the funding
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requirements, clarifying the scope and schedules, and reaffirming the goals of
the program.

5. The school system mistakenly suggests that we evaluated the $848 million cost
of the schools indicated in the facility master plan.  It is a coincidence that the
$848 million noted in the facility master plan happens to equal the $848 million
shortfall we found when comparing the original budget approved June 2001 to
the school system’s November 2001 revised plan.

6. This assertion is incorrect.  We did not compare the aggregate master plan
costs with the school system’s capital budget.  Rather, we focused our analysis
on a 6-year period, as clearly discussed on pages 2 and 4 of this report and in
our April 25, 2002, testimony.

7. The school system says that it has “ensured that adequate resources are
directed to the asbestos program.”  While it may be true that “portions” of the
$17 million budgeted in past years for asbestos are now included in individual
project costs, there is still a need to fund other asbestos requirements, and the
school system’s budget request is clearly not doing this after fiscal year 2003.
No funding is budgeted for asbestos for fiscal years 2004 through 2008.

8. The school system states that it is working to develop alternative approaches
to fully fund the master facility plan.  We revised our report to reflect this
point.

9. The school system states that “it is not reasonable, at this early stage in the
modernization program, to return to the ‘band aid’ repairs of past decades.”
We agree, and in fact our recommendation is intended to move the school
system toward a balanced program that funds modernization projects and
component repairs.  However, the school system has focused on funding the
modernization program at the expense of the component repair program. The
budget for component repairs was reduced from $70.7 million to $37.7 million
for fiscal year 2003 and was zeroed out for fiscal year 2004 and beyond.

10. The school system erroneously links our $1.3 billion figure to the fiscal year
2002 through 2007 funding level.  Our testimony states that, based on the
facility master plan, a $1.3 billion capital budget to modernize the public
schools was approved in June 2001.  This figure includes $378 million that was
budgeted and expended through fiscal year 2001, as well as $868 million
budgeted over the 6-year period covering fiscal years 2002 to 2007.  In
addition, we included federal funds amounting to $55 million that had also
been spent on the modernization program.
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The school system states that the fiscal year 2002-2007 budget provides
$694,330,000 over six years of the plan.  This is incorrect.  It is the fiscal year
2003-2008 capital budget, prepared in March 2002, that provides for this
amount of funding.

11. See comment 7.
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Michele Mackin, 202-512-4309
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